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SUBJECT: Board of Director Borrowing From a Credit Union

During the 1996 Legislative Session, lowa Code section 533.16(3) was amended to change
much of the restrictive language previously in place regarding Board of Director borrowing.
Eliminated was the language requiring Board approval of the application and the requirement for
submission of a detailed financial statement. Additionally, the amendment changes the
aggregate of director borrowing to an amount which is higher than 20 percent of credit union
assets.

The amendment, which became effective July 1, 1996, reads as follows:

533.16(3) “A director of a credit union may borrow from that credit union under the
provisions of this chapter, but the rates, terms and conditions of a loan or line of credit
either made to or endorsed or guaranteed by the directors shall not be more favorable
than the rates, terms or conditions of comparable loans or lines of credit provided to
other members. The aggregate amount of all director loans and lines of credit shall
not exceed twenty-five percent of the assets of the credit union.”

Director loans will continue to be a review item during all Credit Union Division examinations. If
it is determined that loans made to or endorsed or guaranteed by a director are more favorable
than comparable loans to other members, administrative action may result, including, but not
limited to, monetary penalties as provided by lowa Code subsection 533.16(8) and/or notice and
hearing for removal of the director from office as provided by lowa Code subsection 533.6(5).

(This Bulletin replaces the Interpretive Bulletin, same subject, dated March 11, 1993 unrevised.)

EAST GRAND OFFICE PARK
200 EAST GRAND, SUITE 370 DES MOINES, IOWA 50309-1827 (515) 281-6514 facsimile (515) 281-7595
http://www.iacudiv.state.ia.us



